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AT&T hasinvestedbillions in localnetworkfacilities
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CLECsMust LeaseInterofficeTransportAs Partof
Their “Loops” to OriginateandTerminateTraffic

) CLECsleaseinterofficetransportin two partsof their localnetworks
— CLECnodeto CLEC node(“trunk side” ofthe collocation)
— ILEC nodeto CLECnode(“line side” of thecollocation)

~ Line sideinteroffice transportis purchasedaspartof anextendedloop,
or EEL. Thisprovidesthe CLECwith theequivalentof ILEC local
loop connectivity

~ EELsareapartof theCLEC hub designthatenablescustomergrowth

andincentsnetworkbuild-outasutilization improves
~ Thehub designbecomeslessefficientandlesseconomicalwhen

CLECshaveto payabove-costpricesto ILECs for connectivityto the
customer
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ConstructionofDuplicativeTransportIs Generally
Uneconomic

~ ILEC transportnetworksareubiquitousandfiber-basedandcharacterizedby
enormouseconomiesof scaleandscope,afunctionof theirhistoric monopolies

~ Facilitiescostsarepredominantlyin theinfrastructure(ROW, conduit,poles,etc.)

~ Conductorcostsareminimal- in comparison
~ ILEC networksthushavesubstantialexcesscapacityandcanbeexpandedwithout

needfor newconstruction
~ CLEC costdisadvantagesin constructingtransportcanbegreaterthan200%
~ Thesedisadvantagesleavelimited opportunitiesfor CLECsto aggregatesufficient

demandto constructtransportnetworks

~ ThecurrentcapitalcrunchmakesCLEC constructionevenmoredifficult
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PracticalandOperationalLimitationson
FacilitiesConstruction

~ Obtainingnecessaryfranchise/rightsofwayfrom localgovernment
— Extendednegotiationandratificationprocesses
— Impositionofunreasonableconditionsand/orfees
— Similarconditionsnot imposedon original ILEC construction

~ Requirementof third-partyagreementsfor existingrightsofway and
building access

~ Limitation on useof existingILEC ROW/BuildingAccess

— Conditionsprohibitingability to extendROWto 3d Party
— ILEC delaysandconditions

~ Constructiondelaysdueto labor,equipmentor othersupply
constraints

— Moratoriaon newconstructionor constructioncoordinationdelays

— Uncertaintyconcerningjoint build partners
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ThereIs No CompetitiveWholesale

TransportMarket

~ CLECsgenerallyhaveno optionto ILEC transport
— AT&T generallyhasno optionbut theILEC
— Allegianceleases70%of interofficeDS3sfrom ILECs
— “Collocationhotels”typically do not serveCLECsandareotherwisedo

notmeetCLECneeds
~SZLimited alternativesto specialaccessarenot cost-basedbut arepricedunder

theILEC priceumbrella
~ CLECsthatoffer “alternatives”frequentlyuseILEC facilities, andmanyare

in bankruptcy
~ Theveryhighpriceof thespecialaccess“option” givestheILECs significant

costadvantages

CLECsmustbeableto leasetransportfrom theincumbentLECsin order to
compete
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AT&T’s Efforts to ExpandtheReachof Its LocalNetwork
HaveBeenSeriouslyCompromisedby Its Inability to Lease

ILEC-OwnedFacilitiesat Cost-BasedRates

Theability to leasefacilities atcost-basedratesenablescarriersto
offer competitivelypricedDSx services.Customeracquisitionin turn
leadsto networkexpansionasassetutilization increases

~ AT&T hasbeenunableto obtainleasedfacilities atratesthatreflect
their trueeconomiccost

— Contraryto AT&T’s expectation,leasedDSO,DS1 andDS3
facilities canbeobtainedonly from specialaccesstariffs, atgreatly
inflatedratescomparedto ILEC costs

— As aconsequence,AT&T is nowbeginningto shrink its network
footprint, eliminatingcollocationcages
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Artificially High TransportCostsHaveLedto theUnder-Utilization
of NetworkAssets. AT&T Is Respondingby Decommissioning

CollocationCages

~ AT&T hasinvestedsubstantialcapitalto constructandequip
collocationcagesaroundthe country,expectingthat it wouldbeable
to generatesufficientdemandvolumesto makethe investment
economic

~ However,manyof AT&T’s collocationcagesaresignificantlyunder-
utilized dueto the impedimentsit hasfacedto in its efforts to
efficiently andeconomicallyaggregatetraffic

~ AT&T is thereforein theprocessof decommissioningover 100
collocationcageswhereit hasbeendetermine4thatwe cannot
economicallymeetcustomerpriceandperformanceexpectations

~ Cost-basedtransportrateswouldhelpreversethis backwardstrend
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RequiringCLECsto UseSpecialAccessto LeaseTransport
Facilities Is a SubstantialDisincentiveto Build

~ Approximately40,000ofAT&T’ s local customersrequireDS1-level
service

— 65%oftheselocal DS1 customersrequireloop/transport
combinations(EELs)to carrytraffic to andfromAT&T’s
collocationcages

— ILECs don’t requireEELsdueto theirvastnetworks

~ 98%of AT&T’s DS1 customerloops/EELsareleasedfrom ILECs
undertheir SpecialAccesstariffs; only 2 percentareleasedasUNEs

— At specialaccessrates,AT&T’s costfor EELs is morethan45%
higherthanthe ILECs’ TELRIC costofprovidingtheservice.
This leadsto retail/wholesaleprice squeezesandinflatedILEC
earnings
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ILECs EarnSupra-CompetitiveRatesofReturnon SpecialAccess
PricedFacilities. These“Interstate”ReturnsHaveIncreased

DramaticallySincetheAdventof “LOcal” Competition
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PrematureDeregulationofSpecialAccessHasExacerbatedthis
Situation,Giving theILECsthe Opportunityto FurtherIncrease

MonopolyProfits andPriceSqueezeTheirCompetitors

A ILECs haverespondedto pricing flexibility by raising specialaccessrates
A OptionalPaymentPlan(OPPs)arebecomingmorerestrictiveandoffersmaller

effectivediscounts,becausepriceincreasesarenot offsetby OPPdiscounts.One
RBOCOPPevenrestrictsourability to buyIJNE pricedfacilities

A With thesewholesalepriceincreases,ILECs haveimprovedtheiropportunityto
imposepricesqueezes,whichwill furtherstuntif not eliminatecompetition

~ ExcessivespecialaccessratesmasktheILECs’ true unit costsandsendinaccurate
signalsasto theroutesoverwhichbuild-outmightbeeconomicallyefficient. This
leadsto strandedassets

Overall,ILECs havebenefitedimmenselyfrom specialaccessderegulation,leaving
CLECs/IXCsto faceincreasedcosts,decreasedflexibility andevenlessopportunity
to compete
CLECsthereforeneedfresh lookrelieffrom OPPpenaltiesandrestrictions
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The“Interim” Use/ComminglingRestrictionsImpose
Additional Impedimentson NetworkBuild-Out and

ShouldBe Eliminated

~ The Commission’sbasisfor allowing “interim” restrictionswasaconcern
regardinguniversalservicesubsidies. TherearenomoreUSF-subsidiesin
specialaccess

~ Impairmentsrelatedto interofficetransportareidenticalregardlessof the
servicebeingprovidedoverthosefacilities

~ Use/comminglingrestrictionspreventCLECsfrom gainingaccessto
loop/transportcombinationsatUNE ratesto providelocal service. ILECsare
not subjectto thesamerestrictionwhentheyprovideretail service;e.g.Mass.

~ TheserestrictionsdenytheCLEC from sharingin theILECs’ substantial
economiesof scaleandscope. ILECs arenot subjectto thesamerestrictions
whentheyentertheLD market

~ Interimuse/comminglingrestrictionsarediscriminatorybecausetheyrequire
CLECsto maintainseparatenetworksfor interLATA-boundtraffic

~ Interimuse/comminglingrestrictionspreventCLECsfrom aggregatingtraffic
to levelsrequiredto justify investmentin ownedfacilities
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In Addition to TransportCosts,CLECsFaceSubstantial
Additional LeasedConnectivityCostsWhenBuilding a Local

Network
~ CollocationCosts- Thecostof a collocationcagerangesfrom $2,500

permonthto over$20,000permonth. Ratesvaryfrom stateto state
andcompanyto company. Facilities-basedcompetitionis rarely
economicalwhenaCLEC mustrecoverthe costof 1, 2 andsometimes
3 high-pricedcagesto originateandterminatetraffic

~ InterconnectionCosts- CLEC coststo terminatetraffic to ILECs are
increasingasaresultof transittraffic andLEC proposalsthatwould
substantiallyincreasetrunkingcosts,e.g.GRPS

~ OtherLeasedInfrastructureCosts- In additionto the abovecosts,
CLECsalsopayssubstantialexpenseto ILECs for multiplexing.
Multiplexing pricesarealsonot atTELRIC, andtogetherwith leased
collocationandleasedinterconnection,theseinfrastructurecostscan
significantlyincreaseCLECs’ overallcostofprovidingfacilities-based
service
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In Sum,CLECsRequireLeasedTransportFacilitiesat
Cost-BasedRatesandFreeofRestrictionsto Supportan

EconomicallyEfficient LocalNetworkBuild-Out

~ Until truecost-basedratesaresecured,CLECunit costsfor serving
customersandmanagingnetworkswill remainsubstantially-- and
artificially -- abovetheILECs’ costs. Competitivecarriersshouldbe
ableto leaseinteroffice transportatUNE rates

~ ILECs shouldnotbeallowedto inventoperationalbarrierswhenever
theylosearegulatoryor pricingdecision,e.g.ASRvs.LSRordering
processes;VZ’s “no facilities” claims

~ Adequateperformancemeasuresandremediesmustbeavailable

~ Interimuse/comminglingrestrictionsmustberemoved,with a“fresh
look” provisionfor existingcontractsto give TransportUNEs achance
to work
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If theCommissionConsidersAny De-listing of-TransportTJNEs,the
FollowingFactorsMustBe Includedin theReview

~ TheproposedILEC “triggers” do notdemonstratethatthereareactualalternativesandassume
that CLECsshouldbuild onspeculation;theymustberejected

~ Therelevantmarketfor transportfacilities is extremelylocalized. Thus,de-listingshouldonly
beconsidered: -

— On aroute-specificbasisbetweenspecificpairsof ILEC wire centers,andonly where
CLECscangainpracticalandeconomicaccessto alternativesupply

— By StateCommissionswho tendto havemorelocalizedknowledgeof theseroutes.
~ Whenexaminingalternativesupply,de-listingshouldbeconsideredonly wherethereare

sufficientcarriers(4-5) offeringtheir ownsupply,to assurecompetitiveandefficientpricing
aftertheILEC is freedof its unbundlingobligations

— Alternativecarriersmustbe financiallystableandhavesufficientcapacityto meetthe
projectedneedsfor all CLECson specificroutes

— CLECsmustnotberequiredto build “patchwork”networks
— Cross-connectsmustbepracticallyavailablewithoutrisk of servicedisruption
— Multi-vendortestingmustbeavailable

~ A transitionperiodshouldbeestablished,with TransportUNEs beinggenerallyavailable
duringthetransition,duringwhich carrierswouldbeallowedto seekalternativearrangements
alongde-listedroutes. No toolsyetexistto managesuchaprocess
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